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Ehe purpose of this talk is to discuss with you Soviet ecomomic strategy and

policy and the development of the Soviet econory. This sdject is particularly
sppropriate at & time when the USSR is cpenly challenginz the U3 in the fields of
industry, sgriculture, and foreign trede, as well as in the military field. But
before tacklisg these current developments, I should like to discuss Soviet econceic
policy in general, end to descrive the progress the USSR hes mede to date in expending
its economy.
mmmmwwmmmmmmmw@mm
fMMMi&&thatth&Mm%m. Stalin made no bopes
about the vesgons for this policy. Russis, be said, haod bDeen beasten many times
in the past becsuse of her backwnrdnass. For its oun safety, therefore, the USSR
mwwmwmnsmmwmmmmmm
capitalist countries. Only then, he said, would it be possible for the USSR to
mmmwwuvmmmmmmmﬂm.
mmmm«mmmmmmmmm&m
mmmmmwmmmmsmw. In the Western
mimmmma,mmwmummmxmwmﬂ,mmmm
the State owns practically all meens of production. ZEven more bmportast 1s the

contrast betwesn the vay we and they argunise and cmml out our econcosic sctivities.
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In the US the primery objective of economic activity is to increase consumer velfare.
The allocation of rescurces is eccomplished by the decisions of individusls. People
decide how much to spend and how much to save. These decisioms in turn become
dm&ﬁs!&rmimtmaofsm in the market place and are reflected in the
structuring of the eatire econcmy. Xt is not murprisisg thet this king of econcy
utilizes & high proportion of ity aamual output for consumption, because such s
pattern followe naturally from the sovereigaty of the consumer. In the Soviet
Unian,bye@nﬁm:t,mmumpodtametmmﬁth&atea&ﬁm
of the pecple. The Conmumist leaders dacide how they want resources allocated and
then proceed to do so through the mechanimm of detailed Plans and rigid controls.
With only recent modifications, resources have been allocated 80 as to promote
‘the maximm possible growth of beavy industry and the ailitary establisbment,
and to hold down conmmpticn.

In terms of the objectives of the Commmist lesders, Soviet pﬂlieyéma
resounding success, One way to show this success is to take a look at the USSR
Gross Batiomal Product, which is simply the sum total of all the goods and services
produced in & given year. (Briefing Aid - Comparison of Gross Hetional Product -

US-UBER) In 1950, Soviet GRP was 33% that of the US, By 1955 1% had grown to 37%

and in 1957 tonfifreteah o8 Rebyarssz ClA-ROPE2 $AA348AN001001990001.6.
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The growth of Soviet ONP has been at the rate ofbetween 6 and 7 psrcent per year,

or about twice that of the US. Industrial production shows sbout the same picture.
Soviet m&m%rmmmmmmmgatthnmteatunrmPemtw
year, or almost twice tbe rate of growth of the U8.

Another way to look at Soviet economic growth is to examine the production
of individuel camuodities. (Briefing Aid -- Production of Selected Cepital and
Consumer Goods) In 1928 the USSR produced ebout 35 million tons of coel, 2,000
mechine tools end 4 million tons of steel. Im 1957, coal production was 463 million
tons, or 13 times the 1928 production, machine tool profuction 130,000 units or 65
times greater then in 1920, and steel production 51 million tons, or 12 times the
1958 production.

How were the Soviets able to echieve this remarksble rate of imdustrisl growtht
Firat of all, the Ruseians hed the potentisl for large-scale industrialization
all slong; the USSR is e big country with & large population snd ebundant mipplien
of ravw materials. Moreover, although Russia was a relatively underdevelopsd country
at the time of the Ccamunist take-over, it had begun to industrislize ia the years
imediately precseding World Wer I. As a result, the Comsunists inherited & amall

but not insignificant industry from the Tsarist regine, plus linited supplies of
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trained menpower., In some fields, Russian scientists end technicians were as good

48 any in the world. Starting with these assets, the Communist leaders applied
& number of measures to pramote rapid growth. The five most important were probebly
as follows:

1. They transferred millions of workers from sgriculture to industry,

2. They trained these workers in modern skills and technology,

3. They embarked on a prodigious effort to produce sclentists, enginsers »
techniclans and other specislists,

N my diverted an unusually larse portion of GHP to investment, and

5 They comcentrated their investment in heavy industry.

Although these measures were effective in promoting rapid industrialization, they
hed snother effect -- they produced an extremely lopsided econcmy, which the Soviets
have only recently begun to 4o somethirg sbout. Bﬁl@&i&d I mean en econcwy that
did not experience balanced development. Instead, there was extremely rapid growth
in the sector to which the S8oviet lesders gave priority, and neglect of the other
sectors of the economy. Agriculture, for example, was for meny years trested as &
step-child. It was used as & source of labor and capital for industry asd denied
the resources, particularly of imvestment funds, needed for its own development.

As o result, as late as 1954, grain output wes scarcely grester than before
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World War I on the same territory. Livestock berds, which had been . depleted by

the raveges of collectivization snd war, hed not yet retuwrned to the level of 1528.
In 1954, for the first time in history, the Simo-Soviet Bloc as a vhole was & net
importer of food atuffs.

The picture in the iandustries producing consune ¢ goods was scarcely any better.
(Briefing Ald -- Production of Selected Capital end Consumer Goods) Although the
production of commumer items increased during the psriod of Soviet power, the rate
of growik was much slowsr then for the products of heavy Industry. As in the csse of
agriculture, investment in the conmumer industries wes neglected in favor of hesvy
Industry and the military establisimesnt., Thus, although the Soviet consumer
experienced increases in his level of liviag, these increases were not very great,
and left the aversge Boviet consumer much less wall off than his counterpart in the
US or in most of Western Burope.

A raw;;&tiaﬁca will also show the lopsided grovth of the Soviet eCOonCNY .
{Briefing Aid -- Comparisen of US and USSR Gross Netiomel Product end of Bxpenditures
for Comsumption, Pwvestment end the Militery Esteblishment) In the year 1956, the
GNP of the USER was 39% that of the US. In that seme year, consumption expenditures

“that
were cnly 25% those of the US, but izvestment expenditures were 55%, b militery
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PRS- siene of tha US. The over-all tavestuent percentage hides another
morm poiat,. as compared with the US, a much smsller proportion of Soviet
invesiment went into the coasumer industries. Investment funds were plowed
priwmmammsmafﬁwlamﬁmwmmuummmmmm
industries. mwtwmniamtm Tields ia shown by the fect that
in 1958, Soviet investment in manufacturing, mining, and public utiltties is
expected to exceed cur owa. This ecomparison imcludes investment in light industry
end consumer Induetries, but excludes commercial investment snd housing.

To sux up this portion of the discussion, the Soviet Union over the past 30
years, has achieved a very rapid rate of economic growth, particularly in heavy
industry. Starting from a position as one of the least advanced of the industrial

countries, it has progressed to a point where its roduction mechine is second only

\%5 GrAT (8 Grenttd flhaes at of . U< J CL,E tr Gi‘a"'“*"i‘;g e b :'}5»4..,‘,e,f: (ﬂﬁ.é":‘v of

i

tothatafthamj,‘ mmhafmswmtmwmmalopnmdm, but
this lopsidedness was planned that way. Judged by the objectives which the Soviet
leaders pursued, Soviet ecomcmic policy was a greal success,

I stated earlier that the basic theme of Soviet econcmic policy has been forced
draft industrialiisetion at the fastest posaible pace. Fundamentally, this statement

8till holds true. But if it is possible to say that this is the bmsic theme of

Boviet econcmic policy, it is also poasa that there acant
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significant variations on this theme, These veriastions zay be roughly classified
as those imternal to the Soviet econcmy and those which affect Soviet ecomomic
relstions with the rest of the world. I shall discuss both inm that order.

The first development of those I have lsbeled internal is reslly a new focus
to the old arive for industriulization. That is, Boviet lesders have in a mmber
of recent speeches challemged the US to competition in ecomamic grovth. They have
sipressed thelr determizmation to cateh wp with and swrpass the US in per capita
production, not only in the products of hesavy industry, but ia agricultural
comodities and consumer goods es well, They have called this the main economic
task of the USSR.

Whatémathnﬂﬁ&homtamempﬂﬁ:bycatchiagwﬁthmBﬂinplrcapitu
productisn? It 1s probebly best to let the Swviet leslers speak for themselves
an this point. First, I quote Karuschev:

"mummatammmsmbemmmwmu, nor by
atomic or hydrogen bowbs, but by the social order which insures more
materiel end spiritus) good for humenity.”

Again Khruschev:

"Our main efforts will be directed toward winning the competition in
econcmic development . . . the tine is not Yar off vhen the Soviet Union
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wﬂlhmm&e&llyahuaﬂeftmmmdwm?mam
stmﬁmﬂnflivmgrormwaple. Anﬂthinwmemvmallmple
#till more of the advanteges of the socialist systex over the espitalist.”

And finally by Pravda:

"ﬁwamnieaafﬂmialiunmbogmmgtemmthmﬁanrwghum
moved mainly to the ecomomic fisld. On the outcame of the ecomomic competition
mmtmmmmwmmmmmamsmummm1m
and capitalism. V.I. Lenin wrote that the longer it lasts, the stromger will
be ihe influence of our econcmic successes on the course of World history.”

The Soviet objective, them, 1s perfectly clear. Soviet leaders believe that if the
USSR can defeat the UB in ecomomic competition, the vietory of socialie: over
capitalism will inevitably ftz};lw. -
mmﬂ.@fcawh&g@ﬁthmmmmcapimmtm is mot ,
surprisingly encugh, a really mew one. Zven befors the October mm;m* ‘Iaaia
told his followers that the building of Soofalism and the advancement to Compnmiam
depended on the powerful development of productive forces, and on catching up to and
surpassing the most developed Capitelist countries 1im per cepita production. The big
differesce 1s thet in those days bardly anyone took such challenges m&wsZy_Hov
that the USSR hes become the second most importent isdustrial country im the world,
chmnmmtmmmmwm.
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It does not take much reading of the newspapers, incldentally, teo conclude that

dmerican officisls are im fact taking the Sovist ecomomic challenge seriously. In a
apeech of May 6, 1958, President Eisenhowver stated that imternational Commumism
posed a broader and more subtle threat than it bad the year before. Rot orly, he
stated, bad the Soviet Mwbﬂﬂtammxﬂmuituymhim, but it was also
turning more to economic and political weapons. (ur Divector, in a recent speech,
said the folloving: “I do not mean to diecount the sericusness of the Soviet military
threat or its challenge in the scientific and technical fields . . . But as I see 1t,
wader its present policy, the USSR does not intend to use its militery power in such
& vay s 10 risk a gensrsl war . . . It is most probeble that the fateful battles
of the cold wvar will, in the foresessble future, be fought in the economic and
subversive erenas,”
mmmmummmnawmtimafmesymw
priorities, which uwntil recently gave heavy industry overriding priority over ctber
industries, end housiag a more prominent place in the scheme of tlings. Wheress
Soviat leaders used to speak of the priority development of heavy imdustry, they

Bow spesk of the simultanecus davelopment, for example, of industry end agriculturs,

Approved For Release : CIA-RDP62S00346A000100190001-6




Approved For Release : CIA-RDP62S00346A000100190001-6
with priority to heavy isdustry -- a subtle change in phrassclogy, but representing

a real change in poliecy. mmthstmmm,thatmuncmm
degree, and not in kind. mavymmmywmmmwmrmmmuy,m
200 the sbeolute and overviding priority it once hed.
A@imm,mmhwsfwmwmmmcm,mwtsalmshamﬁ
investment funds than ever before. Buch outlsys are to double by 1950 as compared
with 1955. In eddition, the sgricultwral labor force is o be maintalned is sumbars
end Improved ia skills. thmmmiwnMMmeMtoﬂm
ﬂmaetiwmrnmrtmp&st3ar#m,Mitmammmprisingif
there were more in the years ahead.
%mj&rmm&wb&n%&ht&f@lﬂﬁmhﬂt&%,t&
Rewv lands Program and the cora project. In cosbinatfon, these schemes are designed
W provide adequate supplies of bread grains vhile rapidly inmcreasing fodder output
mmmpmmitmmnmrmmmofuwmmu. The New Lands
Program fnvolves the extension of cultivetion inmto an ares of 35 millior hectares,
sbout half in Siberis and half in Eszekhsten. Bven though much of the New Lands is
indiﬁimetlymrginalasrieultwﬂmw,uhmﬂmrhkofﬁrmaghtuvmmt

the progran has thus far been felirly successful. The USSR harvested the largest

Approved For Release : CIYAO-RDP62300346A000100190001-6




Approved For Release : CIA-RDP62S00346A000100190001-6
grain crop in 1ts history im 1956, wfmnmth-rht}nkwwnmm, and

q .
harvests eclose to the previous recifd in 1955 amd 1957, is spite of drought conditions
in the New Lands, Memmmtummwmm.mlymmwnm

‘ Abov
farming areas. Rimlusmimminmmmtemfm;ﬁhnnm

Abouk 74 "

hectares in 1955 w«ﬂwm% in 1960. The purpose is to provide feed
for livestock so a{te imcrease the production of meat, milk end cther livestock
products.

About & year ago, mmmmtmmmmwegmmua
production of milk per capite by 1958 and the US production of mest per capits
by 1550 or 1961. These zoals will not be met, eapecially the ome for meat.
Honetheless, substamtial iscreases hmmmtimhmMmManda
considerably smaller imcrease in the production of meat, In 1957 the productiom
efmmmﬂﬁmmabmmmsmmlyszishﬂslautmmtm in the
US. The objective of the 1ivestock program is to Increnge the quality of the
Soviet diet. Although the Soviet 1s adequate i calories, it is a monotomous amd
uninspiring one, consisting overwheluingly of grain and potatoes. As compared with
the UB, it is deficlent in fats, oils, milk, amd particularly in meat.

With respect to houaing, Soviet history has been marked by serious houging
shortages which developed primarily as a result of zba&g’ﬁ G\Kmamm_gm low

Approved For Release : CIA-RDP62S

b & ]




G po

Approved For Release : C&I‘-"RDP62800346A000100190001-6

priority of housing construction, Heavy war destruction and the dlscouragement of
private building accentuated the shortage. The originsl Sixth Five-Yesr Plan called
for a substantisl increase in housing construction by 1960. In 1956 only ebout
one-eighth of the original program was achieved. In 1957, the housing goal was
exceeded by 1; million square meters. This was the first time in Soviet history
that a bousing goal had been met. Historically, housing bas been alloted 25% of
total construction fusds; in 1957 housing got sbout 30%, and is expected to get
33% in 1958. On 1 July 1957, & decree was issued incremsing the elready ambitious
Sixth Five-Year Flan goal by 13%. The decree aims to end the housing shortage within
therext ten to twelve yesrs. The construction of housing facilities competes directly
with industry for raw materials ; labor, and perhaps most important, for investment
funds. The willingness of the Soviet leaders to go ahead with an ambitious housing
program is therefore another significent indication of the way in which the absolute
priority of heavy industry and defense has been modified.

On May 6 of this year, Khrushchev made & report to a plenary meeting of the

central committee of the Communist Party dealing with an expansion of the chemical

industry, psrticularly synthetics, and with incresses in the production of consumer

goods. The plenum decided on a more rapid development of the chemical industry,

particularly in the output of artificisl snd synthetic fibers, plastics, and other
Approved For Release : CIA-RDP62S00346A000100190001-6
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aynthetic materials, asd items made from such materials, in order to satisfy the

Tequiresents of the population and industrisl needs. The plemm also dscided on
an imcresse in the producticm of such consumers goods as febrie, kuitwear, and
fouvtwear, mmmormmmmmummﬁmmaem
aMssanﬁaMMwﬁh&%hemtﬁwerﬁxms. The plerum inmstructed the
appropriate organisations to provide for the necessary capitel investments in
&rawing:mthem%mpm, and also rarthemsmyimmummm;&m
efm&mmmremh, davelopment, and traiming. Bere again we have an
embitious progrem which, though it will also contribute to the develomment of
industry, is to benefit the consuser. The willingness of the Soviet cewstStSe to
ellocute the necessary resgurces, particulsrly of investment funds, 1is sgain an
indication of the way im which econcuie r¥iorities have been modified.

Khrushehev's speech of € May is an interesting and sigepificent ome. HNot only
&1&itmakealﬁmgﬂwan&ﬁataﬂedclammrtmWrieritarofth%ietmme
System over capitalism, but it presemted both am exposition and a rational for
bresent Soviet economic policies. Khrushchey ves especislly intent on making clear
that the traditions) Soviet policy of giving priority to heavy industry had bean
correct amd would be comtimued. He took great pains to Justify the heavy ssorifices

of the Soviet population for the sake of Industrialization snd argued that the Soviet
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Btate would have perished 1f auy other policy hed beem adopted. He imsisted thet

ﬂmfuﬁurelemingerattmmwhmvymmmﬂehuammm.
He asserted, at the same time, that the curreat level of developmeat of heavy indus-
try, as well as achievements in science and technology, made it fmediately possible
to develop significantly fester tenpos in the production of econmmers goods without
detriment to heavy imfustry. He attacked the Western enemies of Socislism who
claimed that the Boviets were maglecting the consumer. The estsblisiment of a
heavy imdustrial base, be sasd, was the direct result of knowledgible self-sacrifice ’
by the "Soviet man", who could nmow expect a better life. As a mstter of fact, the
better life hed already begun. mmwmmmasrwmew
mmmwmwmiummwmmmm. Be ssid the progruwus
to rectify thelong neglect of housing and agriculture hod been successfully
initiated with prospects for general success. Hov he ssid the USSR would teke care
aremmmgmthfwm,mmtmammmMWthma
be proven false in the eyes of the workers of the warld.
Mmmﬂmmmnummmatmtmmm;pom,mn
thoughtmymoahwacm&ehimmcmmm‘mﬂmrthanonthaeeutm
of these decisioms. I refer here to the decemtrslization of indusiriel management and

to the drastic reorgasization of the machime and sctions
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reflect, among otber thimgs, the greater fiexibility of the present rulers of the

USSR ss compared with Stalin, and their willimgness to tinker with the economic
machine in the interest of greater efficiemcy. Also, they represent a change from
the highly cemtralized form of comtrol over ecomomic activity which was the logical
accampaniment of the ruthless and single-minded concentrstion ;r? the development of
heavy induetry.

Uatil last year, most ecomomic activity of natiomal significance was controlled
through specialized ministries set up in Moscow. Each of these ministries eontrolled
&Mieﬂwtmtiwﬂmtwofmmm, &8 Tor exasmple the chemiosl inmdustry or
the electrical industry. Gemsrally apesking, decisfon meking under this arrapgement
was highly centrelized in Moscow, and econmte activity rigidly comperimented.
According to Eihrushchev, this form of arganizstion crested ertificial dspartmental
barriers which weakened end often viclated normal production limks between different
ministriea in the same town or vegion snd led to wasteful practices in comstruction.
Morecver, it hampered large-scale specialization end ecoperation im production, amd
stifled local initistive.

The nev system of orgsaizetiom set up 105 councils of the nmatiomal ecoromy,

each covering & particuler region of the eountry. These councils were given

comtral of %%\%ﬁ Eor Release T CTa ROBE Vs 0o as Aiso 1t res 00 728
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exceptions were: (1) certain key areas where control wes reteimed at the center -

notably the defense imdustries, tramsportetion and the chemical imdustry, (2) certain
activities put under the control of Republic Councils of Ministers, (3) strictly
local activity. Thie reorganiszstion was expected to heve at least short-run
reprecussions on the economy im the form of confusiom, disorganization and the like,
becsuse of the far reaching mature of the change. HNometheless, the Soviets were

able to exceed thelr falrly modest goal Br industrisl production last year.

Boviet lesders cleim, moreover, that the imdustriel recrgzanization permitted a
better performence in the second half of the year them in the first half.

The reorganizsiion of the machine and tractor stations wes decided upon Just
this year and is still in process of being implemented. Origimally these steticus
served two prineiphl purposes. First, they were an imstrument of political eontrol
over the countryside. Second, they were & cemtral repository of asgricultural

machinery and performmed fleld and other work for the collective farms im exchange

for peyment in kind. As the Communist Perty became better organiszed in the
countryside, and ag cells were set up on nearly all ccllective farmus, the first of
these two functions became much less importemt. Xarly this year Khrushchev proposed

that the: machinery held by the MIS be s0ld to the collective farms amd that the MIFS
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hacmrtedtommirw staticns or RTS. He argued that most collective

; :
fm&ﬁmi&t&l&maﬂmmﬁe@@mhﬁm&m,vhﬁchmmm

mhmmaquzpmmmmm,mﬁmnmmmam&m«ems&u.
Horeover, the income of collective favms and the materisl prosperity had growm
rapidly. He reasoned that the role of the NMI'S as organizer of production had
lessensd and thet the collective farmers could mske better use of machinery than

the MI8. In sddition, the MPS were 20 longer mecessary to convince the feumers

of the adveantages of large scale collective farming or to serve as a source for the
accunilation of grain. He therefore comcluded thet the time had come to end the
situstion im which there were two miatstriss and two sdministration argamizaticas

on the same laxd, the collective farm and the MIS,

The reorganizatisn of MIS's has just begun anmd has & long way to go before it
caz be completed. Khrushohev has again and egain stressed the importance of
proceeding slowly, podnting out thet it will be some years before some of the
veaker collective farme are ready to buy their owa mechinmery. It is too sarly,
therefore, to ssy what the comssquences of this change will be, ?@?E@' it seems
parfectly clesr, however, that this reorgenization meakes semse and that it should
lead to an incresse in efficiency ia the countryside.

I should like to turn mow to the rec

ots in Soviet e
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strategy and policy which affect the economic relatioms of the USSR with the rest

of the world., I will discuss first the recemt growth of Soviet trafde with the Free
World and second, the so-called Soviet Bloo economic offensive in the unierdaveloped
countries of the Free World., These two subjects are, of course, very closely related.
Under Stalin, Soviet ecomomic relations with the Free World were held to a
minimen, The country looked imumrd rether tham outward, It pursued a policy of
econanic sutarky in developing its ecomomy, relying cm the Free World for suppliss
and markets only where absolutely necessery. This policy reflected a deep-sested
Soviet fear of losing ecomomic independence through reliance om foreign
sources of supply. After World Wer XI, the trade of the Sdno-Boviet Bloc countries
with each other incressed sharply and the trade of the newly Comwunized countries
with the Pree World dropped off sharply. The Bloc, es & whole, comtimued to follow
o policy of autarky. Thus the recemt growth ia Soviet econonic relations with ths
Free World represent a real dparture from earlier policy.
mmmmmummmathtm%sthumandmmm,
far more repidly, in feet, that the tm&en:ttheileaammtries with each other,
Inthaaame:ftham,abmrt?ﬁpemntefm increase in non-Bloc trede in 1957

was with the industriel natioms of Western Eurcpe. Usder agreements such as the ome

Just concluded with Weast Germany, this trade is likely to expand eves more.
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Mmﬂyh&sﬁaﬁatt&ewmqmﬁyintmmnmwm,m

it bas also experienced a very imteresting and significant chamge in ccapoaition.
Fwwmimmmingan&mcmmm, the USSR is turaing to the sale of
basie rev materisls, such as aluminum, tin, zinc, and ferroslloys. Umtil very
recently Weatern Duropeean coumtries purchased only minute guantities of such
comnodities from the Simo-Soviet Bloe, relying principelly on other Free World
countries for their supplies. In the last year or two, however, Western purchases
have imcremsed sherply. Alumimm furnishes s £o0d exanple. Prior to 1955 meither
the USSR nor the other Bloc countries sold sluminum ocutside the Soviet Bloc. Ia
1955 the USSR exported 5,000 metric tons to Westersm Burope and in 1956, 10,000
metric tons. On the besis of preliminary data, Soviet exports were sbout 24,000
metric toms in 1957.

Recent speechas Ly Sovieit leaders such as Ehrushchev, Mikoyan asd Deputy
Forelgn Mintster Zahksrov, hawwtmmﬁth&ea!mofthmﬁommwiﬁil
the Free World even further. In fact, EKhruschev has challenged the U8 to imcrease
trade inmhthemwtlnthcmacmuem&thamﬁnthegmncfwcwna
proguction., Just recemtly he remarked: “to the slogae that says'let us arm' we
would reply with the slogan 'let us trade'". Last month Zehkarov told the United

Hations Economic Commission for Burope that Western trads mimistars should devote
Approved For Release : CIA-RDP62S00346A000100190001-6
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thelr energies to bringing about & long-rur inerease in Bast-West trade. He

expressed particular interest in the 1@01-1:. of machinery for the memufecture of
consumer goodsa.

It is quite possible that in the years to come the USSR will become a major
source of many cammoditiss for Western Burcpe. A few months ago the USSR aamounced
4 meries of goals for key conmodities inm the year 1972, which approach or exceed
present U3 production. If these goals sre reached or even approached, it is pmhabl§
that the USSR will have large quantities of goods available for export. Petroleum
isagoodwmla.'Bylwemmviﬁsmmmaamhcru&ecﬂumin
the UB do today. Even allowing for a substantisl increase in domestic consumption,
they might he able tao«xporbasmmh&szmﬂumbamlaperday. This figwre
campares with present Westera Rurcpesn oil imports of 3 million barrels per dsy.

Increases mﬂavkttradawithtmmvaﬂdmmmmtuawimu
they might seem at first glance. For one thing, the USSR has developed its manu-
facturing capecity to a poimt where it can mow export mxw types of industrial equip-
ment in exchange for meeded imports. In adéiition, the strength of their econcmy
appears to have reduced Soviet fears of losing ecomomic independence through reliance

[;)rt‘iﬂ
on )ﬂ sources G:’ aupply. The Soviet lesders apparently have ccme to realize
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economic growth. In addition, they see opportunities for encouraging political
attitudes favorsble to the USSR and for weakening existing political and military
aljiignments in the Free Vorid.

This lrst point leads me to & discussion of Sino-Soviet Bloc economic
activities in the underdeveloped countries of the Free World. The Bloc economic
offensive in theseocountries has been in the form of medium-term loans and credits
for the purchase of both milltery snd industirial equipment. The loans sre at low
interest rates, and generally permit repayment in commoditiles. The non-military
loans are uwsually for industrial development projectis, especially in the primary
processing and basic industries; in effect, the USSR has for the first time
hecome 8 competitor of the Free World in the export of cepital. Loans are
typically part of & packege which also includes technicsl assistance agreements
and trade sgreements.

Beveral other points regarding the Bloc economic offensive are worthy of
mention, including some Bloc-US compariscons. Pirst, Bloc loans for economic
development usually cover only foreign exchange cosis, and not the total cost of
the projects for which they are made. Henre, the borrowing country must supply the

balance from its own resources. This often creates an internal strain, becauge of

high domest iR Eoroved For Heloacs : CTA-RDPe2480038R588 106188861 1omde
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This economic offensive has many sttrectioss for the Simo-Soviet Bloc. PFirst
of all, it serveas as a device for bringing the uncommitted and newly developed
aress of the world closer to the Bloc emup, amd for separating them from the West.
Second, it provides the Bloc with & source of raw materisls for its industry, some
of which are in short supply domsstically, and with much needed agrieultural
comsodities, Third, the usderdeveloped countries become a market for the products
of Soviet heavy industry, whose growth now permits the export of imdustrial equipment
in exchasge for needed imports.

Why are the underdesveloped countries suscepteable to the Bloc offensive?

First of all, thare 1z & tremendous pressure for ecoaonic betterment in these
countries., The people as well as the leaders are convinced that this requires
repid industrialization, and they sre willing to turn almost anyvhere to get it.
Becond, Boviet offers bave particuler appead becsuse the USSR itself was wmtil
recently an underdsveloped country. There is a tendency for many of the newly
independent emmmmmtmmr:uammm formuls for
quick infustrislization. They are iaclined to believe kkmk the Soviet line that
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.- of an industrial development project. A typical UB procedure is to
gsrovide surplus agricultural commodities for the borrower to sell internally as a
device for securing the necessary internal funds. Second, Bloc loans to under-
developed countries bave not been tled to military peects, even though a lsrge
fraction of total Bloe loans have been for the purchase of military equipment.
Third, as I have suggested above, Bloc loans usually pernit repsyment in commodities.
Juite often, these commodities are the ones produced bythe plants for which the loan
wvas made. This is a convenlent arrangement for the borrowing country, because the
loan creates its own basis for repayment, and the UBSR is provided with needed
commodities. The US is much less willing to accept commodities, whether ar not
those of the plant being filnanced. Finally, the Bloc has thus far scrupulously
carried out the terms of ita esgreements with underdeveloped countries. By and
large, the Bloc has met its commitiments in full and on time; when mistakes heve
been made, the Bloc has done its best to correct them. Moreover, the Bloe has
veen careful not to interfere in the internalaffairs of the reciplent countries.
As far as we can determine, for example, the Bloc is not using the technologlenl
agsistence terms to subvert the countries to which they are sent.

i

The Bloc economic offensive begen in 1954, and went into high gear in 1955.

22
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In total, the Sino-Soviet Bloc hes extended slmost 2.2 billion dollars 1in credits

and grants. Of this amount, the USSR has provided sbout 1. 3 billion, the Eurcpean
Satellites 760 million, and Communist China 98 million. ¥early 1.7 billdon of
the eredits and grants have been esr-marked for the purchase of Bloc equipment
and materials or for other econcmic development purposes, and the balance, or
about 500 millicn dollars, for military equipment.

Bgypt, Yugoslavia, Indis, Syria, Afghsnistan, and Indonesis have been the
principael recipients of Bloc credits. Together they sccount for over 90%
of the total extended. Bgypt bas received over 500 million dollers » Yugoslavia
more than 450 million dollars, Indis and Syris 300 million dollars each, Indonesia
more than 200 million dollars, and Afghanisten more then 150 million dollars.

Twelve other countries account for the remaining 10%.
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industrialization by free interprise methods took 150 years in the Westerm world and

the US, and that they can't wait that 1mﬁ\mmwmmmﬁ4mnmto
mind in this connaction -- the same Wiflas vho is now in e Yugoslav Jail. As

you keow, orthodox Cowmmists believe that Commmims, because it is & univereal
truth, mast trivmph uaiversslly. Ojilas, however, argues 4ifferently. Hes believes
that Communisn does nbt mske much sense, or enjoy much chance of ultimate success,
in countries which have alreasdy experisnced sn isdustrial revolutiom, which Djllas
viaws as en imevitable sad logical necessity of society. But im countries which
have mot, Communien becoaes the vehicle for carryimg out the imdustrisel revolution.
If Ditlas is ever balf right, the ultimete dangers to ths US of the Bloc economic
offensive ere only too clear.

In the snaelysis ehove I have discussed the very resl schievements of the USSR,
its groving power and its rapid rate of progress. I have also discussed some of
the recert changes in econcmic policy, which in mamy respects have tended to make
the USSR even more Tormidsble. In order to bzlasmce this picture, I would like to
conclude with a discussion of some of the probleus faced by the USSR, many of which
wers creasted by their rapid indnstrislizstion or are s consequence of the recent

changes in ecomomic poliey.
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Perhaps the most serious problem facing the USSR is that of the proper
'ba.lance* between freedom and suthority. Rapid industrialization required a
complete mobllization of the economic resources of the country and the use of
highly authoritative techniques for allocating them. It is hardly likely
that the Soviet people would volunterily have maede the sacrifice required
of them d.uring the past 30 years. However, a8 the USER became industrislized
and developed a complicated economic machine, the premium on loeal and individual
initiative grew correspondingly, as did the importance of material incentives
as opposed to force. The chenges in economic policy since the death of Stalin
heve glven greeter scope to these elementis. indeed, they reflect a growing
conviction that & modern industrisl economy canrot forever be cperated using
the harsh and authoritetive methods of a Stalin. The basic problem for the
Soviet leaders 1s bow far individual initistive and the reliance on materisl
incentives are to go. The more they are used, the better the shining new
economic mechine operates, but there ls a danger that the process will get out
of control. For exsmple, it is possible that the Soviet pecple will becomxe
precccupied with materiel things and with improving their standard of living,

and lose their interest In Commmism and the triwmph of socialism ®ver capitalism.
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They may demand more of the good things of life tharn the Scviet lesders are
willing to glve them. As material betterment iz sctuslly achieved, the
country and the party mey lose thelir revolutionary elan; the USSR may become
& much less dynamic snd revolutimmary force than it now i1s. The Soviet leaders
would bardly wish this tc happen.

his dllemme is made more acute by the growth of education in the USSR.
The USSR, in order to meet the needs of its developing isdustry and sociaty, has
turned out large nunbers of scientists, engicaers, teachers, industriasl menegers, and

the like. The problem for tha Soviet lesdars arises frow the fact that such paople
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tond to be of an imguiriag and guestioning turn of mind. As & result, the great
suthoritsrisniss., %e have hed a mmber of reports of grovwing restlsssaess bardering
en tavclogicsl revolt im the USSR, particularly amowg stufients snd othar wesbers of
the imtslligescia. mu»nm,m.mtmmuwzm
mwm,amz;tmmm. Mpu:m:,wmm
lendlers bhave a time dond om their hanfs,
ummtmamemam,mmmm
mmo:thmmymtmmmﬂuwmmw
mmmwmmwummmmmmx@,m
mmmmm-wmmmma
wmzﬁwsnmmwnmmﬁuwdmmamw
goods. mmmﬁwuﬁmmmmawm
mmm,mwmmmmwuw. Dcreases
hmwnmmmﬂemmuumwmamma
suvestagnt funds from besvy imdustry and the dsfense esteblisiment. 2 the Boviet

lsadiers &mmmmmammmmw,tmmmm
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Lazge-oeale, shey lack & cowvertitly curtency. - THKy-wust-herefoss-sebtle their
The fact that the Soviet lesderbhip faces these and ether prvblems does mot of .3

course dstract from the schisvesents described esrlier. Sorevver, the lesdership has

faced sven mors sericus probless and swrmousted them. The progrems to fuwprove the

mummm,wmmmmwm,mww

require mbstantial ecomomic resources. Nomethelsss, they can probebly be

mmﬁmmmﬂmt&mu‘wmmwm

uwxwm,mmkmmmmmm-mmm. R,
Soviat ‘lomends policy bas Deem modifisd, but it still leaves plemty of room for the

mmammmwwmnmwm.
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